7J.1 Charter agencies.

1. Designation of charter agencies purpose. The governor may, by executive order, designate state
departments or agencies, as described in section 7E.5, or the lowa lottery authority established in chapter
99G, other than the department of administrative services or the department of management, as a charter
agency by July 1, 2003. The designation of a charter agency shall be for a period of five years which shall
terminate as of June 30, 2008. The purpose of designating a charter agency is to grant the agency additional
authority as provided by this chapter while reducing the total appropriations to the agency.

2. Charter agency directors.

a. Prior to each fiscal year, or as soon thereafter as possible, the governor and each director of a designated
charter agency shall enter into an annual performance agreement which shall set forth measurable
organization and individual goals for the director in key operational areas of the director's agency. The annual
performance agreement shall be made public and a copy of the agreement shall be submitted to the general
assembly.

b. In addition to the authority granted the governor as to the appointment and removal of a director of an
agency that is a charter agency, the governor may remove a director of a charter agency for misconduct or for
failure to achieve the performance goals set forth in the annual performance agreement.

c. Notwithstanding any provision of law to the contrary, the governor may set the salary of a director of a
charter agency under the pay plan for exempt positions in the executive branch of government. In addition,
the governor may authorize the payment of abonusto a director of a charter agency in an amount not in
excess of fifty percent of the director's annual rate of pay, based upon the governor's evaluation of the
director's performance in relation to the goals set forth in the annual performance agreement.

d. A director of a charter agency may authorize the payment of bonuses to employees of the charter agency in
atotal amount not in excess of fifty percent of the director's annual rate of pay, based upon the director's
evaluation of the employees performance.

3. Appropriations and asset management.

a. It isthe intent of the general assembly that state general fund operating appropriations to a charter agency
for the fiscal year beginning July 1, 2003, and ending June 30, 2004, shall be reduced from the appropriation
that would otherwise have been enacted for that charter agency which, along with any additional generated
revenue to the general fund of the state attributed to the reinvention process as determined by the department
of management, over that already committed to the general fund of the state by a charter agency, will achieve
an overall target of fifteen million dollars.

b. Notwithstanding any provision of law to the contrary, proceeds from the sale or |ease of capital assets that
are under the control of a charter agency shall be retained by the charter agency and used for such purposes
within the scope of the responsibilities of the charter agency.

c. Notwithstanding section 8.33, one-half of all unencumbered or unobligated balances of appropriations
made for each fiscal year of that fiscal period to the charter agency shall not revert to the state treasury or to
the credit of the funds from which the appropriations were made.

d. For the fiscal period beginning July 1, 2003, and ending June 30, 2006, a charter agency is not subject to a
uniform reduction ordered by the governor in accordance with section 8.31.

4. Personnel management.



a. Notwithstanding any provision of law to the contrary, a charter agency shall not be subject to any
limitation relating to the number of or pay grade assigned to its employees, including any limitation on the
number of full-time equivalent positions as defined by section 8.36A.

b. A charter agency may waive any personnel rule and may exercise the authority granted to the department
of administrative services relating to personnel management concerning employees of the charter agency,
subject to any restrictions on such authority asto employees of the charter agency covered by a collective
bargaining agreement. The exclusive representative of employees of a charter agency may enter into
agreements with the charter agency to grant the charter agency the authority described in this paragraph. A
waiver of arule pursuant to this subsection shall be indexed, filed, and made available for public inspection
in the same manner as provided in section 17A.9A, subsection 4.

5. Procurement and general services. A charter agency may waive any administrative rule regarding
procurement, fleet management, printing and copying, or maintenance of buildings and grounds, and may
exercise the authority of the department of administrative services asit relates to the physical resources of the
state. A waiver of arule pursuant to this subsection shall be indexed, filed, and made available for public
inspection in the same manner as provided in section 17A.9A, subsection 4.

6. Information technology. A charter agency may waive any administrative rule regarding the acquisition and
use of information technology and may exercise the powers of the department of administrative services as it
relates to information technology. A waiver of arule pursuant to this subsection shall be indexed, filed, and
made available for public inspection in the same manner as provided in section 17A.9A, subsection 4.

7. Ruleflexibility.

a. A charter agency may temporarily waive or suspend the provisions of any administrative ruleif strict
compliance with the rule impacts the ability of the charter agency requesting the waiver or suspension to
perform its duties in a more cost-efficient manner and the requirements of this subsection are met.

b. The procedure for granting atemporary waiver or suspension of any administrative rule shall be as
follows:

(1) The charter agency may waive or suspend arule if the agency finds, based on clear and convincing
evidence, al of the following:

(a) The application of the rule poses an undue financial hardship on the applicable charter agency.

(b) The waiver or suspension from the requirements of arule in the specific case would not prejudice the
substantial legal rights of any person.

(c) Substantially equal protection of public health, safety, and welfare will be afforded by a means other than
that prescribed in the particular rule for which the waiver or suspension is requested.

(d) The waiver or suspension would not result in aviolation of due process, aviolation of state or federal law,
or aviolation of the state or federal constitution.

(2) If acharter agency proposesto grant awaiver or suspension, the charter agency shall draft the waiver or
suspension so as to provide the narrowest exception possible to the provisions of the rule and may place any
condition on the waiver or suspension that the charter agency finds desirable to protect the public health,
safety, and welfare. The charter agency shall then submit the waiver or suspension to the administrative rules
review committee for consideration at the committee's next scheduled meeting.

(3) The administrative rules review committee shall review the proposed waiver or suspension at the



committee's next scheduled meeting following submission of the proposal and may either take no action or
affirmatively approve the waiver or suspension, or delay the effective date of the waiver or suspension in the
same manner as for rules as provided in section 17A .4, subsection 5, and section 17A.8, subsection 9. If the
administrative rules review committee either approves or takes no action concerning the proposed waiver or
suspension, the waiver or suspension may become effective no earlier than the day following the meeting. If
the administrative rules review committee delays the effective date of the waiver or suspension but no further
action is taken to rescind the waiver or suspension, the proposed waiver or suspension may become effective
no earlier than upon the conclusion of the delay. The administrative rules review committee shall notify the
applicable charter agency of its action concerning the proposed waiver or suspension.

(4) Copies of the grant or denial of awaiver or suspension under this subsection shall be filed and made
available to the public by the applicable charter agency.

c. A waiver or suspension granted pursuant to this subsection shall be for a period of time not to exceed
twelve months or until June 30, 2008, whichever first occurs, and as determined by the applicable charter
agency. A renewal of atemporary waiver or suspension granted pursuant to this section shall be granted or
denied in the same manner as theinitial waiver or suspension.

8. Executive council flexibility. Notwithstanding any provision of law to the contrary, a charter agency shall
not be required to obtain executive council approval for claims for expenses of attending conventions,
out-of -state travel requests, and membershipsin professional organizations.

9. Appeal board flexibility. Notwithstanding any provision of law to the contrary, a charter agency shall not
be required to obtain state appeal board approval for payment of prior year claims from funds other than the
general fund of the state.

10. Reporting requirements.

a. Each charter agency shall submit awritten report to the general assembly by December 31 of each year
summarizing the activities of the charter agency for the preceding fiscal year. The report shall include
information concerning the expenditures of the agency and the number of filled full-time equivalent positions
during the preceding fiscal year. The report shall include information relating to the actions taken by the
agency pursuant to the authority granted by this section.

b. By January 15, 2008, the governor shall submit awritten report to the general assembly on the operation
and effectiveness of this chapter and the costs and savings associated with the implementation of this chapter.
The report shall include any recommendations about extending the chapter's effectiveness beyond June 30,
2008.

11. Department of management review. Each proposed waiver or suspension of an administrative rule as
authorized by this section shall be submitted to the department of management for review prior to the waiver
or suspension becoming effective. The director of the department of management may disapprove the waiver
or suspension if, based on clear and convincing evidence, the director determines that the suspension or
waiver would result in an adverse financial impact on the state.
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